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The Changing Demand
Picture

L
" P
\

)

ne
A _
<:;$,> Merrill Lynch



Global Consumption Trends:
1950 - present
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Global Aluminum Consumption
1950-1999 CAGR: 6.0%

1950-1974 = 9.40% 1974-1985 = 1985-1999 = 2.81%
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Global Copper Consumption
1950-1999 CAGR: 3.5%

1950-1974 = 4.99% 1974-1985 = 1985-1999 = 2.71%
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Global Coal Consumption
1971-1999 CAGR: 1.7%

. 1971-1980 = 2.73% 1980-1990 = 2.44% 1990-1999 =-0.23%
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Global Steel Consumption
1980 - 2000E CAGR = 1.34%

306 - 1980-1990 = 1.26% 1990-1995 = 1995-2000E =
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Global Aluminum Consumption
1980-2000E CAGR: 2.34%

1980-1990 = 2.30% 1990-1995 = 1995-2000E =

25,000 - 1.30% 3.48%

22,500 -

20,000 - /

17,500 ~

15,000 A

Thnuosandoredrrictess

12,500 -

10,000 -

IFE80
IF52

i F E F 3

-

- {aid

Source: WBMS, Merrill Lynch 1}(:;;; Merrill l]vnch
. __________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________|



Global Copper Consumption
1980-2000E CAGR: 2.34%

1980-1990 = 1.39% 1990-1995 = 1995-2000E =
15,000 A 2.46% 4.16%
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Global Coal Consumption
1980-1999 CAGR: 1.17%
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U.S. Coal Consumption By The Electric Power

Sector
1980-2000E CAGR: 2.72%
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Regional Consumption Trends
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Aluminum Consumption By Region
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Copper Consumption By Region
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Coal Consumption By Region
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Finished Steel Consumption By Region

Compound Annual Growth - Asia versus Rest of World
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Price & Inventory Trends
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LME Aluminum Price and Exchange Inventories
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LME Copper Price and Exchange Inventories
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Coal Year-End Inventories Held at U.S. Utilities
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Hot Rolled Sheet Price and Service Center Inventories
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Industry
Funda-metals
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Global Metal Demand Outlook

» A slowing U.S. economy does not necessarily translate into
declining global metal consumption

 Increasing importance of the Asian region should
continue to fuel global metal consumption growth

* New economy demands drive incremental consumption
increases, particularly for coal and copper
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Global Aluminum Supply/Demand Balance
(Thousand Metric Tons)

1999 2000E 2001E 2002E

Global Production 23,629 24,397 24,782 25,620

Global Consumption 23,421 24,647 25,368 26,129

Supply Less Demand 207 (249) (586) (509)

Weeks Supply 8.9 7.3 6.3 6.1
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Global Copper Supply/Demand Balance
(Thousand Metric Tons)

1999 2000E 2001E 2002E

Global Production 14,466 14,528 15,515 16,191

Global Consumption 14,036 14,993 15,671 16,259

Supply Less Demand 430 (464) (156) (68)

Weeks Supply 4.7 2.9 2.2 1.9
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Source: Department of Energy, Monthly Energy Review, Merrill Lynch estimates
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Current U.S. Production Constraints

* Energy Crisis Hits U.S. Aluminum and Copper Production

e Aluminum Smelter Closures -
— Over 1 million metric tons, or 62% of the
capacity in the Pacific Northwest, curtailed

* Risk of Copper Mine Closures
— Phelps Dodge may shut up to 300kmt of copper
mine production, or about 2.3% of global output.

* Permitting Challenges Impacting U.S. Coal Production
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Disclaimer

Copyright 2001 Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S).

Neither the information nor any opinion expressed constitutes an offer, or an invitation to make an offer, to buy or sell any securities or any options, futures
or other derivatives related to such securities ("related investments"). MLPF&S and its affiliates may trade for their own accounts as odd-lot dealer, market
maker, block positioner, specialist and/or arbitrageur in any securities of this issuer(s) or in related investments, and may be on the opposite side of public
orders. MLPF&S, its affiliates, directors, officers, employees and employee benefit programs may have a long or short position in any securities of this
issuer(s) or in related investments. MLPF&S or its affiliates may from time to time perform investment banking or other services for, or solicit investment
banking or other business from, any entity mentioned in this report.

This research report is prepared for general circulation and is circulated for general information only. It does not have regard to the specific investment
objectives, financial situation and the particular needs of any specific person who may receive this report. Investors should seek financial advice regarding
the appropriateness of investing in any securities or investment strategies discussed or recommended in this report and should understand that statements
regarding future prospects may not be realized. Investors should note that income from such securities, ifiny, may fluctuate and that each security’s price ot
value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a guide to future
performance.
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